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ACTION EB-08 

INFO OCT-OI ARA-14 ISO-00 AID-05 CIAE-00 COME-00 
FRB-OI INR-10 NSAE-00 ICA-20 TRSE-00 XMB-04 
OPIC-06 SP-02 LAB-04 SIL-01 OMB-01 NSC-05 SS-I5 
STR-07 CEA-OI ABF-01 OPR-02 EPAE-00 DOE-15 SOE-02 
ITC-01 OES-07 EA-12 EUR-12 AGRE-00 DODE-00 PM-05 
H-02 L-03 PA-02 10-14 /183 W 

050777 251812Z/72 

R242109Z APR78 
FM AMEMBASSY BOGOTA 
TO SECSTATE WASHDC 7649 

UNCLAS SECTION 1 OF 2 BOGOTA 3852 

E.O. 11652: N/A 
TAGS: ETRD, BEXP, XX 

SUBJ: EXPORTS: INTERAGENCY TASK FORCE TO DEVELOP A NATIONAL 
EXPORTS POLICY 

REP: STATE 095673 

1 . WE BELIEVE THAT THE TASK PORCE SHOULD STRONGLY RESIST 

THE TEMPTATION TO USE THE PRESENT SITUATION AS AN OPPORTUNITY 
TO MOUNT NUMEROUS PROGRAMS, TO BUILD EMPIRES OR TO DEVISE 
CRISIS STRATEGIES. INSTEAD, EXPORT PROMOTION (INCLUDING 
IMPROVEMENTS TO CURRENT TRADE PROMOTION TOOLS) SHOULD 
BE GIVEN VIEWED WITHIN OVERALL U.S. ECONOMIC POLICY, 

THE TRADE NEGOTIATIONS, EXCHANGE RATE MANAGEMENT, AND 

MACRO ECONOMIC POLICIES TOWARD GROWTH, EMPLOYMENT AND INFLATION. 

2. THE FUNDAMENTAL QUESTION THE TASK FORCE MUST ASK 
ITSELP, IS WHY SHOULD THE UNITED STATES WANT MORE 
EXPORTS? THE ANSWER IS NOT THAT THE U.S. PACES A BALANCE 
OF TRADE DEFICIT, WHICH IT DOES IN MONUMENTAL PROPORTIONS, 

BUT WHICH IS MERELY SYMPTOMATIC AND BY ITSELF WITHOUT 
MEANING. IT IS OUR OPINION THAT EXPORT GROWTH IS MOST 
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IMPORTANT AS AN ELEMENT IN A STRATEGY OF ECONOMIC 
BECAUSE EXPORTS PROVIDE MARKET OUTLETS THAT ARE INSULATED 
FROM DOMESTIC CONSUMPTION. THEREPORE, EXPORTS ALLOW 
INCREASED SAVINGS WITHOUT RAISING THE PEAR THAT REDUCED 
DOMESTIC CONSUMPTION WILL IMPACT NEGATIVELY ON TOTAL EMPLOYMENT. 
CLEARLY, MOST OF THE SPECIFIC ECONOMIC PROBLEMS RELATED 
TO THE ENVIRONMENT, ENERGY, PRODUCTIVITY AND GROWTH 
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REQUIRE SIGNIFICANT INCREASES IN INVESTMENT, BUT THE ECONOMY 
DOES NOT GENERATE THE SAVINGS NEEDED EOR THIS INVESTMENT. 
EXPORTS HELP US GET AROUND THAT PROBLEM, BUT SIGNIEICANT 
EXPORT STIMULATION WITHOUT CONCOMMITANT DOMESTIC POLICIES 
THAT ENCOURAGE SAVINGS AND INVESTMENT, WILL MERELY INELATE 
THE ECONOMY OR IMPOSE ADJUSTMENTS ON IMPORT COMPETING 
SECTORS. EXPORT SUBSIDIES OR EXPENSIVE PROMOTION PROGRAMS 
THAT ARE EFEECTIVE ARE EQUIVALENT TO A DEVALUATION AT THE 
EXPENSE OF GENERAL REVENUES. IN ADDITION TO THEIR DEVALUING 
EEEECTS ON EXPORTS, SUCH SUBSIDIES, BECAUSE THEY WILL 
INCREASE THE EISCAL DEEIDICT, WILL INCREASE THE SUPPLY 
OP T-BILLS WHILE REDUCING FOREIGN CENTRAL BANK DEMAND 
EOR THEM, DRIVING INTEREST RATES UPWARDS, REDUCING INVESTMENT 
IN THE NON-EXPORT SECTORS, AND IMPOSING ADJUSTMENT COSTS. 
MOREOVER IT IS NOT CLEAR THAT POLICIES THAT DEVALUATE THE 
EXPORT DOLLAR WITHOUT DEVALUING THE IMPORT DOLLAR WILL 
REDUCE THE TRADE DEFICIT. THEY MAY ACTUALLY INCREASE IT. 

IN MODERATION SOME OP THESE EPFECTS MAY BE DESIRABLE, 

BUT APPLIED IN EXCESS THE RESULT WILL BE STAGPLATION. 

THE WEAKER SECTORS OP THE ECONOMY CANNOT BE SUCKED INTO 
EXPORTS, THE STRONGER SECTORS CAN ONLY GROW SO FAST. 

3. THE ABOVE IS NOT TO SUGGEST THAT FOREIGN ECONOMIC 

POLICY CAN DO NOTHING UNTIL THERE ARE COMPLEMENTARY DOMESTIC 
POLICIES. CURRENT PROGRAMS CAN BE STREAMLINED, GREATER 
USE CAN BE MADE OP ELECTRONIC HARD AND SOPT WARE, AND THERE 
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EXIST DISTROTIONS TO THE TRADING SYSTEM THAT CAN BE REMOVED. 

THE TRADE NEGOTIATIONS ARE PUNDAMENTAL, AS IS EXCHANGE 
RATE MANGEMENT, AND EXPORT PROMOTION CAN HELP THE PRIVATE 
SECTOR SHORTEN THE LAGS BETWEEN NEGOTIATED BENPITS, OR EX- 
CHANGE RATE ADJUSTMENTS, AND THE RESULTING EXPORT. MOREOVER, 
THERE ARE DISINCENTIVES TO EXPORT PROM THE U.S. ECONOMY 
AND STRONG INCENTIVES TO EXPORT TO IT. 

4. IT IS EASIER AND CHEAPER EOR U.S. OR FOREIGN MANUPAC- 
TURERS TO SELL TO THE U.S. MARKET THAN TO ACHIEVE EQUIVALENT 
SALES TO A POLYGLOT OF FOREIGN MARKETS. YET, ANY ATTEMPT 
TO EQUALIZE THE INCENTIVES RUNS INTO A SERIOUS PROBLEM. 

EOR THOSE COMPANIES ALREADY EXPORTING, PARTICULARLY LARGE 
COMPANIES WITH THEIR OWN FOREIGN MARKETING NETWORKS, THE 
MARGINAL COST OF AN ADDITIONAL EXPORT IS VERY LOW, SO THAT 
ANY INCENTIVE STRONG ENOUGH TO ATTRACT NEW TO MARKET 
EXPORTERS EITHER WILL HAVE TO DISCRIMINATE AGAINST EXISTING 
LARGE EXPORTERS OR WILL CAUSE THEM TO EXPORT TOO MUCH. 

HOWEVER, THE TASK PORCE SHOULD REVIEW U.S. ANTITRUST AND BANKING 
REGULATIONS, AND TAX LAWS TO DISCERN WHY THERE ARE SO 
PEW LARGE AND EPFICIENT U.S. TRADING COMPANIES. 

A TRADING COMPANY WOULD HAVE LOW MARGINAL EXPORT COSTS 
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AND COULD CHANNEL MORE GOODS TOWARDS EXPORT MARKETS WITHOUT IMPOSING 
DISTORTIONS ON THE ECONOMY. PERHAPS EDGE ACT-LIKE PROVISIONS 
CAN BE CREATED THAT WILL LEAD THE PRIVATE SECTOR TO DEVELOP 
LARGE JAPANESE OR BRITISH STYLE TRADING COMPANIES THAT PROVIDE 
EINANCE, SERVICE, AND PARTS AS WELL AS THE INTIAL EXPORT. 
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INEO OCT-OI ARA-I4 ISO-00 AID-05 CIAE-00 COME-00 
FRB-OI INR-IO NSAE-00 ICA-20 TRSE-00 XMB-04 
OPIC-06 SP-02 LAB-04 SIL-OI OMB-OI NSC-05 SS-I5 
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5. A PREQUENTLY CITED REASON BY U.S. BUSINESSMEN POR LOSS 
OP SALES IS THE LACK OP PLEXIBLE EXPORT EINANCE. WHILE THE 
U.S. SHOULD NOT GIVE ITS EXPORTS AWAY BY PROVIDING EINANCE 

AT BELOW THE COST OP MONEY, THERE IS ROOM POR GREATER PLEXIBILITY, 
PASTER RESPONSE, SIMPLIPIED PROCEDURES, AND MORE AGGRESSIVE 
SALES. THE EXPORT-IMPORT BANK IS UNDERSTAFPED, BESET 
WITH REGULATIONS, POLITICAL CLAUSES AND SENSITIVITIES 
AND IN GENERAL INHIBITED FROM DOING THE JOB IT SHOULD BE 
DOING. THE EXPORT-IMPORT BANK WOULD BENEFIT GREATLY PROM 
BEING INSULATED FROM THE POLITICAL PROCESS BY BEING 
CONVERTED INTO A SEMI-PRIVATE NON PROFIT INSTITTUTION. 

6. U.S. FOREIGN ECONOMIC POLICY OBJECTIVES WITH THE LARGEST 
RETURNS, AND WHICH DECREASE DISTORTIONS RATHER THAN 
CREATING THEM, ARE THE TRADE NEGOTIATIONS. IN A DEVELOPING 
MARKET SUCH AS COLOMBIA THE U.S. IS ASKING FOR RECIPROCITY 
IN TRADE NEGOTIATIONS. THIS POLICY SHOULD BE ENCOURAGED 
AND CARRIED FORWARD. IMPORT SUBSITUTING POLICIES IN THEIR 
EXTREME FORM, AS EXIST IN MOST OF THE THIRD WORLD, 

ARE NEO-MERCANTILISM THAT EXACERBATES INCOME DISTRIBUTION 
AND RETARDS GROWTH. HOWEVER, IT IS DIFFICULT TO PURSUE 
RECIPROCITY WHEN WE ARE GENERALLY UNWILLING TO DISCUSS 
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PRECISELY THOSE PRODUCT CATEGORIES IN WHICH LDC'S ARE 
MOST LIKELY TO HAVE STRONG INTEREST. UNTIL THE U.S. CAN 
DISCUSS TEXTILES AND SIMILARLY SENSITIVE CATEGORIES IN 
MULTI-PRODUCT BILATERAL TRADE DISCUSSIONS, IT WILL HAVE LITT- 
LE LEVERAGE TO SIGNIFICANTLY REDUCE BARRIERS TO ITS TRADE 
IN THIRD WORLD MARKETS. 

7. EXPORTS ARE MADE AND MARKETED BY THE PRIVATE SECTOR. 

THE GOVERNMENT'S ROLE IS NECESSARILY MARGINAL, BUT SINCE 
WE HAVE POSTS ABROAD THAT EOLLOW FOREIGN ECONOMIES, 

GET INVOLVED IN TRADE DISPUTES, AND RECEIVE U.S. BUSINESSMEN, 

THE MARGINAL COSTS OF EXPORT PROMOTION ARE VERY LOW AND THE 
BENEFITS TO SPECIFIC COMPANIES ARE QUITE HIGH. MOREOVER, 

THE MORE DEEPLY INVOLVED AN EMBASSY IS IN TRADE PROMOTION, 

THE BETTER THE DATA IT DEVELOPS FOVR TRADE NEGO- 
TIATIONS. THE MORE INTEGRATED THE ECONOMIC AND COMMERCIAL 
FUNCTIONS, THE BETTER THE DATA, THE MORE EEFECTIVE 
THE PROMOTION EFFORTS AND THE LOWER THE COSTS. BETTER, 

MORE SPECIFIC AND MORE TIMELY DATA ON WHICH SECTORS HAVE 
CAPACITY AND ARE COMPETITIVE, INTEREACED WITH BETTER, 

MORE SPECIFIC AND MORE TIMELY DATA ON FOREIGN MARKETS 
AND EOREIGN TRADE BARRIERS WILL PAY OFF HEAVILY IN A HEALTHY 
GROWTH OE TRADE. THUS, THERE SHOULD BE NO MOVE TO SEPARATE 
COMMERCIAL AND ECONOMIC FUNCTIONS FROM EACH OTHER, OR COMMERCIAL 
FUNCTIONS FROM EMBASSIES. ON THE CONTRARY, EVERY 
EFFORT SHOULD BE MADE TO EVEN MORE CLOSELY TIE THE 
VARIOUS FUNCTIONS, SUCH AS FINANCIAL ATTACHE, AGRICULTURAL 
ATTACHE AND COMMERCIAL ATTACHE INTO A COORDINATED TRADE 
PROMOTION/TRADE POLICY APPARATUS UNDER THE OVERALL 
COORDINATION OF EMBASSY ECONOMIC/COMMERCIAL SECTIONS. 
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